
 



Independent Auditor's Report 

TA BLE OF CON TENTS 

General Puroose Financial Statem ents 

Combined Balance Sheet - Enterprise Fund 

Com bined Statem ent of Revenues, Expenses, and 
Changes in Fund Equity - Enterprise Fund 

Com bined Statem ent of Cash Flows - Enterprise Fund 

N otes to the G eneral-Purpose Financial Statem ents 
Index 
N otes to Financial Statem ents 

Su~nlem entarv lnforlnation 

Statem ent of M odernization Costs - Uncom pleted 

Report on Com pliance and on Internal Control Over Financial 
Reporting Based on an Audit of Financial Statem ents Perform ed 
in Accordance w ith Governm ental Auditing Standards 

Schedule of Expenditures of Federal Awards 

N otes to the Schedules of Expenditures of Federal Awards 

Schedule of Findings and Questioned Costs 

Schedule of Audit Journal Entries 

EXIlIBIT 

A 

B 

C 

D 

PA G E 

1-2 

4 - 5 

6- 7 

8-14 
8 

9--14 

16- 17 

18 

19 

20 - 27 

28 



M IKE ESTES, CPA 

M IKE ESTES, P.C. 
A PROFESSIONAl. ACCOUNTING CORPORATION 

4200 AIRPO RT ] REEW AY - SUITE 100 
FORT W ORTH , TEXAS 76117 

Board of Com m issiouers 
ltousing Authority of M erryville 
M erryville, Louisiana 

(817) 831-3553 
METRO (817) 654-4063 
fAX tSlT) 831-3560 

e-mall: m~stcspc@swbell.net 

deoendent Auditor's ReDo 

M EM BER 
AM EI~I CAN BOARD CEP,'f aqEl) 

PUBLIC ACCOUNTANTS 

Regional Inspector General for Audit 
Offi ce of Inspector General 
Department of ttousing and Urban 
D evelopm ent 

W e ]lave audited the accom panying general-purpose com bined financial statem cuts of the l]ousing 
Authority of M erryville, Louisiana at and for the year ended Decem ber 31, 2001, as listed ill the 
table ofconteuts. These general-purpose com bined financial statem ents are the responsibility of the 
l]ousing Authority of M erryville, Louisiana's n~auagelaaenl. Our responsibility is to express an 
opiniou on these general-purpose combined financial statements based on our audit. 

W e conducted our audit in accordance w ith auditing standards generally accepted ill the United 
Stales of Am erica and the standards applicable to financial audits contained in Government Auditing 
Stem dards, issued by the Com ptroller General of the United States. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statem ents are 
free of m aterial m isstatement. An audit includes exam ining, on a test basis, evidence supporting the 
am ounts aud disclosures in the financial statelnents. An audit also includes assessing the 
accounting principles used and significant estiulates m ade by m anagem ent, as w ell as evaluating the 
overall financial statelnent presentation. W e believe that our audit provides a reasonable basis for 
our opinion. 

In our opinion, the general-purpose conrbined financial statem ents referred to above present fairly, 
ill all m aterial respects, the finaucial position of the ttousing Authority of M erryville, Louisiana as 
of Decem ber 31, 2001, the results of its operations, changes in its total net assets and slatelnent of 
cash flows for the year then ended, in confom ~ity with accounting principles generally accepted in 
the Uniled Slates of America. 

In accordance w ith Government Auditing Standards, w e have also issued a report dated M ay 15, 
2002 on our consideration of Housing Authority of M erryvillc's intern al control over financial 
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and 
grants. That report is an integral part on an audit perform ed  in accordance with auditing standards 
generally accepted ill the United States of Am erica and the standards applicable to financial audits 
contained in Government Auditing Standards and should be read in coujunction with this report in 
considering the results of our audit. 



Our audit was conducted for the purpose of form ing all opinion on the combined general-purp osc 
fiuaneial statements of the Housing Authority of M erryville, Louisiana lakeil as a whole. Thc 
accom panying Schedule of Expenditures of Federal Awards is presented for purposes of additional 
analysis but is not a required part of the accompanying financial statem ents. Such inform ation has 

been subjected to the auditing procedures applied in the audit of the accompanying financial 
statem ents and, in our opinion, is fairly stated, in all m aterial respects, in relation to the financial 
statem ents takeu as a whole. 

The accom panyiug Financial Data Schedules required by H UD are presented for purp oses of 
additional analysis and are not a required part of the general purpose financial statements. Such 

information has beeu subjected 1o the auditing procedures applied in the audit of the general 
purp ose financial statem ents and, in our opinion, is fairly stated in all m aterial respects in relation to 
the general purpose financial statem ents laken as a whole. 

M ike Estes, P.C. 
Fort W orth, Texas 
M ay 15, 2002 



HOU SING AU TItOR1TY OF TIlE CITY OF M ERRY VILLE 
COM BIN ED BALAN CE SH EET - EN TERPRISE FU ND S 

YEAR ENDED DECEM BER 31,2001 

A SSI';TS 
CmTent assets 
Cash and cash equivalents 
Accounts receivable (net of allowance for doubtful accounts of $729) 
Prepaid item s and other assets 
Inventory 

Tolal Current A ssets 

Restricted Assets 
Tenant deposits 
Resident participation 

Total Restricted Assets 

Fixed A ssets 
Land, buildings, and equipment (net) 

TOTAL A SSETS 

LIABILITIES AN D FUN D EO U ITY 
Current IAabilities 
Accounts payable 
Com pensated absences payable 
Accrued PI LOT 

Total Current Liabilities 

Current Liabilities Payable from Current Restricted Assets 
Deposits due others 

Total Liabilities 

Fund Equity 
Contributed capital 
Retained earn ings: 
Unreserved 

Total Fund Equity 

TOTAL LIABILITIES AND FUND EQUITY 

EXI IIBIT A 

7,964 
533 

5,539 
3,133 

147,169 

4,406 
1,300 

5,706 

1,525,589 

1,678,464 

6,016 
515 

1,022 

7,553 

4,406 

11,959 

1,525,589 

140,916 

1,666,505 

1,678,464 

The Notes to the Financial Statem ents are an integral part of these statem ents. 
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ItOU SING AUTHORITY OF THE CITY OF M ERRY VILLE 
CO M BINED STA TEM EN T OF REVEN UES, EX PEN SES AN D 

CtlANGES IN FUND EQUITY - ENTF, RPRISE FUNDS 

OPERATING REVEN UES 
D welling rental 
Other 

Total revenues 

Y EAR EN DEI) DECEM BER 31,2001 

OPERATING EXPENSES 
Adm inistration 
Utilities 
Ordinary m aintenance & operations 
General expenses 
Depreciation 

Total operating expenses 

Income (loss) fi'om Operations 

Non operating revenues (expenses) 
Interest earnings 
Federal grants 

Total Non-operating revenues (expenses) 

NET INCOM E (LOSS) 

Depreciation on fixed assets acquired by contribution 

Increase in retained earnings 

53,552 
241 

53,793 

40,307 
39,567 
88,603 
24,848 
131.772 

325,097 

(271,304) 

229 
232,377 

232,606 

(38,698) 

131,772 

93,074 

(CONTINUF.D) 



 

IIO U SING A U TtIORITY OF TH E CITY O F M ERRY VILLE 
COM BINED STATEM ENT OF REVEN UES, EXPEN SES AN D 

CHANGES IN FUND EQUITY - ENTERPRISE FUNDS 

YEAR ENDED DECEM BER 31,2001 

RETA INIgD EARNING S AT BEGINNING OF YEAR 

Ill~2TA 1NED EARN ING S AT END OF YEAR 

CON TPdBUTED CAPITAL AT BEGINNING OF YEAR 

Depreciation transferred from retained earn ings 

CONTRIBUTED CAPITAL AT END OF YEAR 

FUND EQUITY, END OF YEAR 

47,842 

140,916 

1,657,361 

(131,772) 

1,525,589 

1,666,505 

(CONCLUDEI)) 

Tile N oles to lhe Financial Slatelnenls arc an integral part of these statem ents 
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ItOU SING AUTIIOR1TY OF THE CITY OF M ERRY VILLE 
COM BINED STATEM ENT OF CASH FLOW S - ENTERPRISE FUNDS 

YEAR ENDED DECEM BER 31,2001 

CA SIt FLOW S FROM  OPERATING ACTIVITIES 

Operating income (loss) 
Adjustments to reconcile net income (loss) to 
Net cash provided by operating activities 

I)epreciation 
Changes in operating current assets and liabilities 

Decrease in accounts receivables 
Increase in prepaid item s and other assets 
Increase in inventory 
Increase in accounts payables 
D ecrease in deposits due others 
D ecrease in accrued PILO T 
Increase in liability for compensated absences 

NET CASIt PROVIDED(USED) BY OPERATING ACTIVITIES 

CA SIt FLOW S FROM  N ON CAPITAL FINAN CING ACTIVITIES 
Federal grants 

NET CASlt PROVIDED(USED) BY NONCAPITAL 
FINAN CING ACTIVITIES 

CA SIt FLOW S FROM  CAPITAL AN D RELATED 
FINAN CING A CTIVITIES 
Purchase fixed assets 

NET CASI 1 PROVIDED(USED) BY CAPITAL 
AN D RELATED FINAN CING ACTIVITIES 

(271,304) 

131,772 

633 

(1,227) 
(2,135) 
2,606 

(411) 
(1,832) 
515 

(141,383) 

232,377 

232.377 

(2,315) 

(2,315) 

(CONTINUEI)) 



 

H O U SIN G A U THO RITY OF TIlE CITY OF M ERRY VILLE 
COM BINED STATEM ENT OF CA SH FLOW S - ENTERPRISE FUND S 

YEAR EN DED DECEM BER 31, 2001 

CA SIt FLOW S FROM  INVESTING ACTIVITIES 
Increase in restricted assets 
Interest earnings 

NET CAStt PROVIDED (USED) BY INVESTING 
ACTIVITIES 

NET INCREASE (DECREASE) IN CASH AND 
CASII EQUIVALENTS 

CASIt AND CASH EQUIVALENTS AT BEGINNING 
O F Y EA R 

CASIt AND CASH EQUIVALENTS AT END OF YEAR 

EX IIlBIT C 

(889) 
229 

(660) 

88,019 

49,945 

$ 137,964 

(CONCLUDEI)) 

Tile N otes 1o the Financial Statem ents are an integral part oflhese statem ents 
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IIOU SING AUTHORITY OF TIlE CITY OF M ERRYVILLE 
N OTES TO TH E GENERA L PURPOSE FINAN CIAL STATEM ENTS 

YEAR ENDED DECEM BER 31,2001 
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ltOU S1NG AUTItOR1TY OF THE CITY OF M ERRY VILLE 
N OTES TO THE GEN ERA L PURPOSE FINAN CIAL STATEM ENTS 

YEAR ENDED DECEM BER 31,2001 

NO TE 1 - SUM M ARY O F SIG NIFICANT A CCO UN TING PO LICIES The accompanying 
general-purpose financial statem ents of the ltousing Authority of the City of M erryvillc have been 

prepared in conformity with generally accepted accounting principles (GAAP) as applied to 
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted 
standard setting body for establishing governm ental accounting and financial reporting principles. 

A . BASIS O F PRESENTA TIO N ltousing Authorities are chartered as a public corporation under 

the laws (LSA-R.S. 40:391) of the state of Louisiana for the purpose of providing safe and sanitary 
dwelling accom m odations. This creation w as contingent upon the local governing body of the city 
declaring a need for the ltousing Authority to function in such city. The llousing Authority is 
governed by a five-m em ber board of Com m issioners. The m em bers, appointed by the Honorable 
M ayor of the city of M erryville, serve staggered m ulti-year term s. 

Under the United States Housing Act of 1937, as am ended, the U .S. Departm ent of Housing and 
Urban Development (IIUD) has direct responsibility for administering low-rent housing programs 
in the United States. Accordingly, ItUD has entered into an annual contributions contract with the 
ltousing Authority for the purpose of assisting the llousing Authority in financing the acquisition, 

construction and leasing of housing units artd to make annual contributions (subsidies) to the 
llousing Authority for the purp ose of m aintaining this low-rent character. 

The llousing Authority had 88 units in Low Rent management in two projects 

Program 
Contract 
Number 

Num ber 
O f U nits 

I'l IA owned housing FW - 1266 88 

B. REPO RTING ENTITY GASB Statement 14 establishes criteria for determining tile 
govermnental reporting entity and com ponent units that should be included within the reporting 
entity. Under provisions of this Statem ent, the Housing Authority is considered a primaly 
government, since it is a special purp ose govern ment that has a separate governing body, is legally 
separate, aud is fiscally independent of other state or local governm ents. As used in GASB 
Statement 14, fiscally independent m eans that the ltousing Authority m ay, without the approval or 
consent of another governm ental entity, determ ine or m odify its own budget, levy its own taxes or 
set rates or charges, and issue bonded debt. 

The llousing Authority is a related organization of the City of M erryville since the City of 

Merryville appoints a voting majority of the Housing Authority's governing board. The City of 
M erryville is not financially accountable for the Housing Authority as it cannot impose its w ill on 
the llousiug Authority and there is no potential for the ltousing Authority to provide financial 
benefit to, or impose finaucial burdens on, the City of M erryville. Accordingly, the llousing 
Authority is not a component unit of the fiuancial reporting enlity of the City of M enTville. 



 

I lOUSING AUTHORITY OF TIlE CITY O17 M ERRYVILLE 
N OTES TO TIlE GENERA L PURPO SE FINANCIAL STA TEM ENTS 

YEAR ENDED DECEM BER 31,2001 

Governmental Accounting Standards Board (GASB) Codification Section 2100 establishes criteria 
for determining which, if any, component units should be considered part of the Housing Authority 
for financial reporting purposes. The basic criterion for including a potential component unit within 
tile reporting entity is financial accountability. The GASB has set forth criteria to be considered in 
delennining financial accountability, which includes: 

1. Appointing a voting majority of an organization's governing body, and: 
a. The ability of the Housing Authority to impose its will on that organization's body, and: 
b. The potential for the organization to provide specific financial benefits to or im pose 

specific financial burdens on the Housing Authority. 
2. Organizations for which the IIousing Authority does not appoint a voting majority but are 

fiseally depeudent on the I lousing authorily. 
3. Organizations for which the reporting entity financial statem ents would be m isleading if data of 

the organization is not included because of the nature or significance of tile relafionship. 

Based on the previous criteria, the Housing Authority has determ ined that there are no component 
units that should be considered as part of the llousing Authority reporting enlity. 

C. FUNDS The accounts of the ltousing Authority are organized and operated on tile basis of 
funds. A fund is an independent fiscal and accounting entity with a self-balancing set of accounts. 
Fund accounting segregates funds according to their intended purpose and is used to aid 
m anagem ent in dem onstrating colnpliance with finance related legal and contractual provisions. 
The m inimum number of funds is m aintained consistent with legal and m anagerial requiremeuts. 

All fimds of the Itousing Authority are classified as proprietary. Proprietary fimds account fo 
activities sim ilar to those found in the private sector, where the determination of net incom e is 
necessary or useful to sound financial adm inistration. Proprietary funds differ from governm ental 
funds in that their focus is on incom e m easurem ent, which logether with lhe m aintenance of equity, 
is an important financial indicator. 

Proprietary funds are accounted for on the flow of economic resources m easurement focus and the 
accrual basis of accounting. Under this m ethod, revenues are recorded when earned and expenses 
are recorded at tile tim e the liabilities are incurred. W ith this m easuremeut focus for all assets and 
all liabilities associated with the operation of these funds are included on the balance sheet. The 
Itousing Authorily has elected, pursuant 1o GASB Statement No. 20, to apply all GASB 
pronouncem ents and only FA SB pronouncem ents issued before N ovember 30, 1989. 

D. BUDGETS 

G eneral Budge! Policies The following sum m arizes the budget activities of the llousiug Aulhorily 
dm-ing tile year ended Decem ber 31,2001: 

l0 



 

ItOUSING AUTttOR1TY OF TIlE CITY OF M ERRYVILLE 
N OTES TO THE GENERA L PURPOSE FINAN CIAL STATEM ENTS 

YEAR ENDED DECEM BER 31,2001 

The ltousing Authority adopted budgets for all llUD-funded program s. The budget is controlled by 
fund at the function level. All appropriations lapse at year end. Budgets are prepared oil tile 
m odified accrual basis of accounting. 

The Executive Director is authorized to transfer am ounts between line item s within any fund, with 
the exception of salaries, provided such does not change the total of any function. 

E. CASIt AND CASH EQUIVALENTS C,'lsh equivalents include amounts in time deposits and 
those investm ents with original m aturities of 90 days of less. Under state law, the llousing 
Authority m ay deposit funds in demand deposits, interest-bearing dem and deposits, m oney m arket 
accounts, or tim e deposits with state banks organized under Louisiana law and national banks 
having their principal offices in Louisiana. 

Under state law , the llousing Authority m ay invest in United States bonds, treasure notes, or 
certificates. These are classified as investm ents if their original m aturities exceed 90 days; 
however, if the original m aturities are 90 days or less, they are classified as cash equivalents. 
Investments are slate at the lower of m arket or cost. 

F. INVESTM ENTS Investments are limited by R.S. 33:2955 and the Ilousing Aulhority's 
investment policy. If the original m aturities of investm ents exceed 90 days they are classified as 
iuvestm euts; however, if the original m aturities are 90 days or less, they are classified as cash 
equivalents. 

The investm ents arc reflected at quoted m arket prices except for the following which arc 
required/perm itted as per GASB Statem ent No. 31 : 

Investments iu nonl)atqicip~  interest-earning contracts, such as nonuegotiable certificates 
of deposit with redemption terms that do not consider markets rates, are reported using a 
cost-based lneasure. 

The llousing Authority reported at amortized cost money market investments ~ at~  
iulerest-earniug investment contracts that have a remaining maturity at time of purchase of 
one year or less. 

Definitions: 

Interest-earning investment contract include time deposits with financial institutions (such as 
certificates of deposit), repurchase agreements, and guaranteed investment contracts. 

M oney m arket investm ents are shortAenn, highly liquid debt instrum ents that include U .S 
Treasury obligations. 



 

IIOUSING AUTtlORITY OF THE CITY OF M ERRYVILLE 
NOTES TO TIlE GENERAL PURPOSE FINANCIAL STATEM ENTS 

YEAR ENDED DECEM BER 31, 2001 

G . SItO RT-TERM  INTERFUND RECEIVA B1,ES/PAVABLES During the course of 
operations, num erous transactions occur between individual fuuds for services retldered. These 
receivables and payables are classified as due from other funds or due to other funds oll the balance 
sheet. Short-tem ~ interfund loans are classified as interfund receivables/payables. 

II. INVENTO RY AND PREPA ID ITEM S All inventory item s are valued at cost using first-in, 
first-out m ethod. Inventory  is recorded using the purchase m ethod. At year-end the am ount of 
inventory is recorded for external financial reporting. 

Certain paym ents to vendors reflect costs applicable to future accounting periods and ore recorded 
as prepaid item s. Prepaid expenses consist of prepaid insurance. 

1. FIXED ASSETS Fixed assets are recorded at historical cost and depreciated over their 
estimated useful lives (excluding salvage value). Donated capital assets are recorded at their 
estim ated fair value at the date of donation. Estim ated useful life is m anagem eut's estim ate of how 
long the asset is expected to m eet service dem ands. Interest costs during construction have not been 
capitalized. Straight-line depreciation is used based on the followiug estim ated useful lives: 

Site improvem ents 
Buildings 
Building im provem ents 
Furniture and fixtures 
Com puters 

15 years 
33 years 
15 years 

5 to 7 years 
3 years 

J. CO M PENSATED ABSENCES The l]ousing Authority follows Louisiana Civil Servicc 
regulations for aecunm lated annual and sick leave. Em ployees m ay accum ulate up to three hundred 
hours of annual leave which m ay be received upon term ination or retirem ent. Sick leave hours 
accmnulate, but the employee is not paid for them if not used by his/her retirement or termination 
date. 

K. FUND EQUITY Reserves represent those portions of fund equity not appropriable for 
expenditures or legally segregated for a specific future use. 

1,. DEFERREI) REVENUES The Housing Authority reports deferred revenues on its combined 
balance sheet. Deferred revenues arise when resources are received by the llousing Authority 
before it has a legal claim to lhem , as when grant m onies are received prior to the incurrencc of 
qualifying expenditures. In subsequent periods, when the Housing Authority has a legal claim to 
the resources, the liability for deferred revenue is rem oved from the combined balance sheet and the 
revenue is recog~lized. 



 

HOUSING AUTHORITY OF THE CITY OF M ERRYVILLE 
N OTES TO TIlE GEN ERA L PURPO SE FINAN CIAL STATEM ENTS 

YEAR ENDED DECEM BER 31,2001 

M . USE OF ESTIM ATES The preparation of financial statemem s in confortnity with generally 
accepted accounting principles requires m anagem ent to m ake estim ates and assumptions that affect 
the reported am ounts of assets and liabilities and disclosure & contingent assets and liabilities at the 
date of the financial statem ent and the reported am ounts off revenues and expenses during tile 
reporting period. Actual results could differ from those estim ates. 

NOTE 2 - CASIt, CASH EQUIVALENTS, AND INVESTM ENTS At December 31, 2001 ihc 
llousing Authority has Cash equivalents, and inveslments totaling $143,670 as follows: 

Cash on hand 
D em and deposits 
Tim e deposits 

Total 

Cash and cash equivalents 
Cash and cash equivalents -- restricted 

Total 

125 
132,879 
10,666 

143,670 

137,964 
5,706 

143,670 

Under state law, these deposits (or the resulting bank balances) must be secured by federal deposit 
insurance or the pledge of securities owned by the fiscal agent bank. The m arket value of tile 
pledged securities plus the federal deposit insurance m ust at all tim es equal tile am ount on deposit 
with the fiscal agent. These securities are held in the nam e of the pledging fiscal agent bank in a 
holding or custodial bank that is m utually acceptable to both parties. At December 31, 2001, the 
llousing Authority's carrying am ount of deposits was $143,670 and the bank balance was 
$146,658. Of the bank balance, $100,000 was covered by federal depository insurance (GASB 
Category 1). The remaining $46,658 was not collateralized. See Audit Finding #2. 

Investm ents during the year were solely in tim e deposits at banks 

NO TE 3 - RECEIVABLES the receivables of $533 at December 31, 2001, are as follows 

Class of Receivables 
Federal sources: 

G rants 

Tolal 

$ 

$ 

533 

533 



 

ItOU S1NG AUTHORITY OF TIlE CITY OF M ERRYVILLE 
N O TES TO THE G EN ERAL PU RPO SE FIN AN CIAL STA TEM EN TS 

YEAR ENDED DECEM BER 31,2001 

NO TE 4 - FIXED ASSETS The changes in general fixed assets are as follows 

Balance 
12/31/00 Additions Deletions 

Land and buildings $ 3,302,894 $ 
Furniture and equipm ent 156,689 
Construction in progress 23,933 

Total 

Less: accmnulated depreciation 
Buildings 
Furn iture and equipment 

Total 

Fixed assets, net 

23,933 
2,285 

0 

0 $ 
9,588 
23,933 

Balance 
12/31/01 

3,326,827 
149,386 

0 

3,483,516 26,218 33,521 3,476,213 

1,729,109 
99,331 

108,106 
23,666 

0 
9,588 

1,837,215 
113,409 

1,828,440 131,772 9,588 1,950,624 

$ 1,655,076 $ (105,554) $ 23,933 $ 1,525,589 

NO TE 5 - R ETIREM ENT SYSTEM  The Housing Authority does not have a retirem ent plan 

NOTE 6 - ACCO UNTS PAYABLES The payables of $6,016 at December 31, 2001, arc as follows 

Trade payables 
Payroll wilhholdings 

4,356 
1,660 

6,016 

NOTE 7 - COM PENSATED ABSENCES At December 31, 2001, employees of the ltousing Authority 
have accumulated and vested $515 of employee leave benefits, which was computed in accordance with 
GA SB Codification Section C60. These mnounts are recorded as liabilities in the funds from which paym ent 
w ill be m ade. 

NOTE 8 - CO M M rfM ENTS AND CONTINGENCIES The Housing Authority participates in a number 
of federally assisted grant program s. A lthough the grant program s have been audited in accordance with the 

Single Audit Act Amendments of 1996. These programs are still subject to compliance audits, llousing 
Aulhority m anagem ent believes that the am ount of disallowances, if any, which m ay arise from future audils 
will not be m aterial. 



SUPPLEM ENTARY INFORM ATION 



 

ItOUSING AUTIIOR1TY OF THE CITY OF M ERRY VILLE 
STA TEM ENT OF M ODERN IZATION COSTS -- UNCOM PLETED 

YEAR ENDED DECEM BER 31,2001 

CAStt BASIS 

Funds approved $ 

Funds expended 

Excess of funds approved 

Funds advanced 

Funds expended 

Excess of fimds advanced 

Project 
1999 

166,152 $ 

92,126 

2000 
Capital 
Funding 

190,449 $ 

19,044 

2001 
Capital 
Funding 

194,301 

19,430 

$ 74,026 $ 171,405 $ 174,871 

92,126 $ 

92,126 

0 

19,044 $ 

19.044 

0 

The N otes to lhe Financial Statem ents are an integral part of these statem ents 
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M IKE ESTES, P.C. 
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AM ERICAN BOARD CERTIFIEI 
PUBLIC ACCOUNTANTS 

Reoort on Conloliance and on Internal Conlrol Over Financial Reoortine 
Based on an Audit of Financial Statem ents Perforlned 
Accordance with Governm ental Auditine Standards 

llousing Authority of M erryville 
M erryville, Louisiana 

W e have audited the financial statements of the Housing Authority of M erryville, Louisiana as of and for 
Ihe year ended Decem ber 31, 2001, and have issued our report thereon dated M ay 15, 2002. W e 
conducted our audit in accordance wilh auditing standards generally accepted in the United Slates of 
Am erica and the standards applicable 1o financial audits contained in Governmental Auditing Standards, 
issued by the Colnptroller General of the United States. 

Conlpliance 

As part of obtaining reasonable assurance about whether the Housing Authority of M erryville, Louisiana's 
financial stalelnenls arc fi'ee of m aterial m isstatelnent, we performed lests of its compliance wilh cerlain 
provisions of law s, regulations, contracts and grants, noncom pliance w ith which could have a direct and 
m aterial effect on lhe determination of financial statelnent mnounts. However, providing a opinion on 

compliance with those provisions was not an objective of our audit and, accordingly, we do not express 
such an opinion. The results of our tests disclosed seven instances of noncompliance that are required to 
be reported under Governmental Auditing Standardg. 

ternal Control O ver Financial Renortine 

In planning and perform ing our audit, we considered the Housing Authority of M erryville, Louisiana's 
internal control over financial reporting in order to determine our auditing procedures for the purpose of 
expressing our opinion on the financial statements and not to provide assurance on the intenml control 
over financial reporting. Flowever, we noted certain m atters involving the internal control over financial 
reporting and ils operation that we consider to be reportable conditions. Reportable conditions involve 
m atters com ing to our attenlion relating to significant deficiencies in the desigu o1" operation of the 

internal control over financial reporting that, in our judgment, could adversely affect the PIIAs ability to 
record, process, sum m arize, and report financial data consistent with the asserlions of m anagem enl in the 



financial statem ents. Reportable conditions are described in the accom panying schedule of findings and 
questioned costs as Audit Findings #1 through #'/. 

Our consideration of the internal control over financial reporting would not necessarily disclose all 
m atters ill tile intern al control over financial reporting that m ight be m aterial weaknesses. A m aterial 
weakness is a condition in which the design or operation of one or m ore of the intern al control 
components does not reduce, to a relatively low level, the risk that m isstatements in am ounls that would 
be m aterial in relation to the financial statem ents being audited m ay occur and not be detected within a 
timely period by employees in the normal course of perform ing their assigned functions. W e noted one 
m atter involving the intern al control over financial reporting and its operation that w e consider to be a 
m aterial weakness. It is the first audit finding. 

This report is a m atter of public record and its distribution is not lim ited 

M ike Estes, P. C. 
Fort W orth, Texas 
M ay 15, 2002 

Tile Notes to the Financial Statem ents are an integral part of these statements 
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HOU SING AUTItOR1TY OF THE CITY OF M ERRY VILLE 
STATEM EN T OF EXPENDITURES OF FEDERAL AW ARD S 

FEI)ERAL GRANTOR 
PRO GRAM  TITLE 

YEAR END ED DECEM BER 31,2001 

CDFA 
N O . 

U. S. Departm ent of ltousing and Urban Development 
Direct Program s: 

Low-Incom e H ousing Operating Subsidy 14.850 

Program Total 

Public ltousing Capital Fund 

Program Total 

Total ItUD 

14.872 

GRANT 
ID # 

Total Expenditures of Federal Awards 
18 

PROGRAM  
EXPENDITURES 

193,903 

193,903 

38~74 
38,474 

232,377 



 

H OU SIN G A U TH O RITY OF TH E CITY OF M ERRY VILLE 
NOTES TO TIlE SCH EDULE OF EXPEN DITURES OF FEDERAL AW ARDS 

YEAR ENDED DECEM BER 31,2001 

NOTE 1 - G ENERAl, The accompanying Schedule of Expenditures of Federal Awards presents 
the acfivily of all federal awards program s of the Housing Authority of the City of M en'yville, 
Louisiana (the "llousing Authority"). The Itousing Authority reporting entity is defined in note 
I(A) to the ttousing Aulhority's general-purpose financial statements. Federal awards received 
directly from federal agencies, as well as federal awards passed through other govern ment agencies, 
is included on the schedule. 

NOTE 2 - BASIS O F ACCOUNTING The accom panying Schedule of Expenditures of Federal 
Awards is presented using the accrual basis of accounting, which is described in note I(C) to the 
ltousing Authority's general-purpose financial statem euts. 

NOTE 3 - RELATIONSH IP TO GENERAL-PURPO SE FINANCIAL STATEM ENTS 
Federal awards revenues arc reported in the H ousing Authority's general-purpose financial 
slaleolenls as follows: 

Federal Sources 

Enterprise funds: 
Public Itousing 
Capital Fund 

Total 

193,903 
38,474 

232,377 

NO TE 4 - RELATIO NSH IP TO FEDERA L FINANCIAL REPO RTS Am ounts reported in the 
accompanying schedule agrex~ with the amounts reported in the related federal financial reports 
except for changes m ade to reflect anaounts in accordance w ith generally accepted accounting 
principles. 

NOTE 5 - FEDERAL AW ARDS PRO GRAM S For those funds that have m alching revenues 
and state fimding, federal expenditures were determined by deducting m atching revenues from total 
expenditures. In accordance with ttUD Notice PIH 98-14, "federal awards" do not include ltousiug 
Aulhority operating income from rents or investments (or other non-federal sources). In addition, 
debt service annual contribution paym ents m ade by HUD directly to fiscal agents for holders of 
IIousing Authority bouds or for Housing Authority notes held by the federal finaociug bank (FFB), 
arc not considered when determining if the Single Audit Act "federal awards expended" threshold is 
m et by the t]ousing Authority in a fiscal year. In addition, the entire am ount of operating subsidy 
received during the fiscal year is considered to be "expended" duriug the fiscal year. 

The Notes to the Financial Staiem euls are an integral part of these statem ents 
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IIOU SIN G A U TIJO RITY OF TItE CITY OF M ERRY VILLE 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

nancial Statem ent Audit 

YEAR ENDED DECEM BER 31,2001 

i. The lype of audit report issued was unqualified 

ii. There were seven reportable conditions required to be disclosed by Government 
Auditing Standards issued by the Comptroller General of the United Stales. 

iii. There w as one instance of noncom pliance considered m alerial, as defined by the 
Goverm nent Auditing Standards' to the financial statem ents. 



tlOU S1NG AUTHORITY OF TttE CITY OF M ERRY VILLE 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Y EAR EN DED DECEM BER 31, 2001 

Prior Audit Findines and Ouestioned Costs 

There were no prior audit findings 

Current Audit Findings 

hliitv-wide or oro~rmn/deoartm eut sr~ecifie 

Low Rent 

1) Year-End PFS M 

Statem ent of Condition 

M isealculated 

The PIlA 's fee accountant did not use the recently 

mandatory adjustment for the performance operating 

Criteria 

The fee accountant used the incorrect form 

revised H UD-52723 to calculate tile year-end 
subsidy. 

Tile original adjustment prepared by tile fee accountant reflects a $73,857 due to IIUD 
calculation, using the correct form , shows $30,030 due from 11UD - a difference of $103,887 

Cause_  

It appears tile fee accountant, at least at the tim e this calculation was done
, did not have adequately 

trained personnel. In addition, if a proper supervisory review had been m ade
, the error would have 

been noticed. 

Reconnnendalion 

From inquiries we have m ade, we are aware that the fee accountant has recently becom e aware that 

this mandatory adjustment was incorrect. The fee accountant has recently made sure file 
responsible personnel have becom e fam iliar with the new PFS form s and calculations. The fee 
accountant has recently revised the year-end adjustment and sent it to the PIIA. W e agree with the 
revised - $30,030 due from IIUD. The PIIA has reviewed tbe revised copy, signed, and mailed it to 
ItUD 



HOU SING AUTHORITY OF THE CITY OF M ERRY VILLE 
SCItEDULE OF FINDINGS AND QUESTIONED COSTS 

YEAR ENDED DECEM BER 31,2001 

Our recom m endation is that in the future, the t'IIA should m ore closely review the PFS form s after 
they are received from the fee accountant and before they are sent to IIUD . The PHA should also 
obtain assurance from the CEO of the fee accountant that these PFS calculations will undergo an in- 
house supervisory review in the future. 

Con'ective Action Plan - Resnonse 

1 am M elissa Slaydon, Executive Director and designated person to answer these findings. 1 wi 
com ply w ith the above. 

Low Rent 

Bank Securities N ot Pledeed 

Statem ent of Condition 

At December 31, 2001, the PHA had $146,658 on deposit with one financial institution. Bank 
securities w ere not pledged on the deposits. 

Criteria 

Federal regulations and the Louisiana Rev. Star. ~ 39:1221 requires that whenever more than 
$100,000 is on deposit with one financial institution, the PHA should have bank collateral pledged 
on the excess (FD1C insurance covers the first $100,000). 

Possible financial loss by the PItA if the bank fails 

Cause 

This was an oversight by the PItA. It appears the PIJA has never had deposits in prior years in 
excess of $100,000. 

Recom m endation 

The PIIA should require the bank to pledge collateral as soon as possible. Thereafter, the PI]A 
should m onitor the pledge in force. 

Corrective Action Plan - Response 

I will comply with the above 
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HOU SING AUTHORITY OF THE CITY O17 M ERRYVILLE 
SCIIEDULE OF FIND1NGS AND QUESTIONED COSTS 

2001 Capital Funding 

3) 

YEAR ENDED DECEM BER 31,2001 

Roof W ork Not Pronerlv Bid 

Statem ent of Condition 

111 November 2001, the PHA took bids for all roofs ill both projects and the office building. Bids 
were only taken on the telephone. Bids were for 20 year and 25 year shingles. The award was for 
25 year olds for a total price of $120,325.00. 

Criteria 

The PIIA m ust com ply with its procurem ent policy, federal law , and state public bid law , LSA-RS 
Title 38:2212. The PttA did not do the required newspaper notice of advertising, receive sealed 
bids, or hold a pre-construction conference. Also, for construction bids greater than $50,000, an 
architect should be engaged. O ne w as not. 

Effect 

The shingles w ere provided for in an approved budget. But, the PHA 's procurem ent policy, federal 
and slate bid law was not complied w ith. 

Cause 

The Executive Director was not aware of the bid requirem ent. From conversation with another 
ILl)., the M erryville E.D. determ ined she had erred. She notified HUD. A Corp. of Engineers 
review determined the shingles were of good quality and a reasonable price was paid. 

Recolnm endalion 

The ILl). should attend a procurem ent sem inar and follow the PHA 's procurem ent policy 

Con'eelion Action Plan-Resoonse 

W e w ill follow the PItA 's procurem ent policy in the future. I will also attend a M astering 
Procurem ent and Conlract M anagem ent course provided by NA11RO on July 29-31. 



HOUSING AUTHORITY OF THE CITY OF M ERRYV1LLE 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

YEAR ENDED DECEM BER 31,2001 

Low Rent 

4] lncom nlete Inventory of Ranges and Refri~,erators 

Statem ent of Condition 

The PHA does 11ol have a complete inventory of ranges and refrigerators, with serial numbers, by 
unit and in stock. The depreciation schedule does not appear to have the proper number of ranges 
and refrigerators. 

Criteria 

Federal regulations and state asset m anagement law, LSA-RS 24:515 requires an accounting of 
fixed assets. 

Effect 

The effect of a m isstatem ent ofnet book value offixed assets appears to be negligible 

Cause 

M any ranges and refrigerators have been replaced by recent grant program s. There has also been a 
turn over of maintenance staff. The E.D. did nol give this item a high priority. 

Recom m endation 

The PHA should inventory ranges and refriger0tors as soon as possible. The depreciation schedule 
should be revised. 

Corrective Action Plan - Rcsnonse 

W e will com plete an inventory by July 31. W e will determ ine the cost for each item by August 31 

W e will have our depreciation schedule reconciled and adjusted by year-end, December 31. 

W e had our maintenance personnel turnover in 2001, and one was out with a back injury 



IIOUSING AUTIIORITY OF TIlE CITY OF lvlERRYVILLE 
SCIJEDULE OF FINDINGS AND QUESTIONED COSTS 

Low Rent 

5) 

Y EAR EN DED DECEM BER 31, 2001 

Tenant Files llave Shorlcolninl~s 

Stalem ent of Conditio 

Of the eight tenant files we reviewed, 3 were past due for annual recertification. 3 did not have 
incom e verifications. 

Criteria 

Federal law requires re-exam ination of incom e, dependents and other factors o71 the tenants' annual 
anniversary date. Tenants' incom e is also to be verified, and docum entation kept in the file. 

W hile past due, none of the rccertifications were m ore than a few months past due. The incomes 
looked reasonable, and compared to past years' income by amount and type, that had been verified. 

Still, federal law and the PHA 's own Occupancy Policy w as not com plied with 

Recom m endation 

The PIIA should reeertify all past due tenants and verify the incom e as soon as possible 

Corrective A ction Plan - Rcst)onse 

W e will correct in the next few weeks. Part of our problem has been trying to convert 1o PIC 

Low Rent 

6/ Tenant Rental Receints N ot Deoosited Tim ely or Kent in a Secure Place 

Statem ent of Conditio 

Tenant rental receipts arc only deposited on Fridays. Rental receipts kept ovenfight arc in a locked 
cabinet, but it is not fire proof. The PHA accepts cash, check, and m oney orders. 



Criteria 

HOU SING AUTHORITY OF TH E CITY OF M ERRYVILLE 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

YEAR ENDED DECEM BER 31, 2001 

Federal authorities strongly recom m end frequent deposits, and if kept overnight, a fire proof safe or 
locked cabinet should be used. State cash m anagem ent law LSA -RS 39:1212 appears to require 
daily deposits. 

A loss of rent receipts is possible. If vandalism occurs, som ething else will be stolen or dam aged in 
the process. 

Cause 

The PHA had overlooked this lately 

Recom m endation 

The PHA should deposit receipts daily. An acceptable but less preferable altern ative is to drop off 
receipts at the bank in the bank's night drop w ith a "Hold for M orn ing Pickup", for lale-iu-day 
receipts collected. 

Any late-in-day receipts not deposited should be kept overn ight in a fire proof safe or fire proof, 
locked cabinet. 

Corrective A ction Plan-Response 

W e will imm ediately comply with the above 

Low Rent 

~arned Incom e Disallowance (also called Disre~ard'~ (E1D) Not Beinu Checked on Tenants 

Statem ent of Conditio 

Tenants are not currently being reviewed for qualifications for the EID 

Criteria 

]'he EID is part of the Quality Housing W ork Responsibility Act (QIIW RA). Federal regulations 
arc detailed at 24 CFR Part 960.255. 
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ItOU SING AUTHORITY OF TH E CITY OF M ERRYVILLE 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

YEAR ENDED DECEM BER 31,2001 

Fam ily m em bers in PHAs that have experienced an increase ill employm ent earnings, m ay, if certain 
conditions are m et, qualify for less than an incom e-based rent. 

Effect 

Som e tenants m ay be paying m ore rent than they should. If so, PH A refunds will be due lheln 

Cause 

The PIIA was unaware of the requirem ent. 

Recom m endation 

The requirem ents and com putations are com plicated. PHA personnel, preferably both the E.I). and the clerk 

should attend a workshop on this subject as soon as possible. 

W ithin 30 days of attendance at the sem inar, all current tenants should be reviewed, and refunds made, if 

necessary. 

W ithin 90 days' attendance at a seminar, all tenants on the Low Rent progrmn since January 1, 2001 (the 
beginning period of this audit) until the present should be reviewed, and refunds made, if necessary. 

Con'eelive Action Plan - Resnonse 

W e w ill com ply w ith the above 

The N otes to the tqnancial Statem ents are an integral part of these statem ents. 
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Cash - other restricted 
Cash - unrestricted 

ItO U SIN G A U TH ORITY OF M ERRY V II Jl,E 
SCIIEDULE OF AUDIT JOURN AL ENTRIES 

YEAR ENDED DECEM BER 31,2001 

A CCT. # 
FOR 

AUDIT 
PURPOSES DR CR 

113 
111 

1,800 

To reclass unused Resident Participation funds earmarked in budget 

1,800 

The N otes to the Financial Statelnenls are an integral part of these statem ents 
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